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US OECD 

E.O. 11652: NA 

TAGS: EGEN, EFIN, EAID, ETRD, ASEAN, JA 
SUBJECT: JAPANESE AID UNTYING AND YEN CREDITS 

REF: (A) STATE 131106, (B) TOKYO 5222, (C) KUALA LUMPUR 
2740 

1 . SUMMARY. PRECISE CONDITIONS AND RESULTS OF JAPANESE 
AID UNTYING ARE BECOMING KNOWN LITTLE BY LITTLE. EMBASSY 
WILL CONTINUE EFFORT TO KEEP ABREAST OF THESE AND TO 
REPORT THEM IN TIMELY FASHION. END SUMMARY. 
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2. WITH RESPECT TO CONDITIONS OF UNTYING REFERRED TO 
REF A, WE NOTE THAT FOR "BORROWER.. TO EXPRESS STRONG 
DESIRE FOR UNTIED CREDITS" WOULD BE A CONDITION 
SUFFICIENT TO UNTIE BUT THAT IT IS NOT A NECESSARY ONE 
UNDER THE GUIDELINES. 

3. DURING ECOUNS CALL MAY 30 ON MOFA AID PLANNING 
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DIVISION DIRECTOR, LATTER SUPPLIED RUNDOWN OF NEW 
JAPANESE AID COMMITMENTS. PLEDGES WERE MADE IN APRIL 
1978 TO PROVIDE 12.3 BILLION YEN LOAN COFINANCED WITH 
IDB TO COLOMBIAN CAUCA RIVER DEVELOPMENT PROJECT, AND 
TO LEND 3.6 BILLION YEN COFINANCED WITH IBRD TO 
MAURITANIA FOR DEVELOPMENT IRON ORE RESERVES; BOTH 
THESE COMMITMENTS ARE FULLY OR "GENERALLY" UNTIED. 

ALSO GENERALLY UNTIED IS 3.5 BILLION YEN LOAN TO PAPUA 
NEW GUINEA ON WHICH NOTES EXCHANGED DURING SAME MONTH. 
IN MAY PLEDGE MADE AT SRI LANKA DONOR GROUP MEETING FOR 
5.5 BILLION YEN COMMODITY LOAN WAS UNTIED. PLEDGE MADE 
AT IGGI MEETING FOR 54,750 MILLION YEN IN AID TO 
INDONESIA, HOWEVER, REMAINS UNDETERMINED WITH RESPECT 
TO UNTYING. AID TO KOREA, DISCUSSED IN MAY GOJ ROK 
TALKS, IS EXPECTED TO TAKE FORM OF GENERALLY UNTIED LOAN 
OF 21 BILLION YEN "MORE OR LESS;" BUT JAPANESE DO NOT 
EXPECT COMPLETE EXCHANGE OF NOTES ON THIS COMMITMENT 
UNTIL CONTINENTAL SHELF QUESTION IS SETTLED IN DIET, 

AND THEY ARE WITHHOLDING ALL DETAILS UNTIL DIET ADJOURNS. 
FINALLY, MAY 30 EXCHANGE OF NOTES IN CAIRO PROVIDES FOR 
A JAPANESE LOAN TO EGYPT OF 3,375 MILLION YEN. THIS 
COMPLETES A COMMITMENT MADE BY FORMER PRIME MINISTER 
MIKI WHEN, IN THE AFTERMATH OF THE OIL SHOCK, HE TOURED 
THE MIDDLE EAST AS A SPECIAL GOJ ENVOY. IN ACCORDANCE 
WITH THE UNDERSTANDING REACHED BETWEEN JAPANESE AND 
EGYPTIANS UNDER THIS COMMITMENT, THE LOAN WILL BE TIED. 
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4. ON REPORTING OF JAPANESE AID COMMITMENTS, WE SHALL 
CHANGE OUR MONTHLY REPORT TO TELEGRAM FORMAT AND ADD 
ADDRESSEES REF A TO DISTRIBUTION. COMMITMENTS WHICH 
APPEAR REPRESENT SPECIAL OPPORTUNITY U.S. FOR EXPORT 

U.S. EQUIPMENT AND/OR SERVICES WILL BE SEPARATELY 
REPORTED AND REFERRED TO IN MONTHLY MESSAGE. 

5. WITH RESPECT TO PROCUREMENT FOR THE FIVE ASEAN 
INDUSTRIAL PROJECTS WHICH JAPAN EXPECTS TO SUPPORT, 

MOFA OFFICIAL ASSURED ECOUNS THAT NO DECISION HAS BEEN 
MADE WHICH WOULD DEFINITELY SHUT DOOR ON SUBSTANTIAL U.S. 
PARTICIPATION, ALTHOUGH HE GAVE NO POSITIVE INDICATION 
THAT OUTLOOK FOR INDONESIAN UREA PLANT PROJECT FINANCING 
REPORTED REF B HAS CHANGED. ECOUNS NOTED THAT SYSTEM 
APPLIED IN MALAYSIA OF USING CONCESSIONAL JAPANESE CREDITS 
FOR PROJECTS IN WHICH JAPANESE CONTRACTORS ARE CHOSEN 
GIVES JAPANESE BIDDERS AN ADVANTAGE IN SECURING CONTRACTS. 
MOFA OFFICIAL REPLIED THAT MALAYSIAN CASE IS UNIQUE, AND 

HE ADDED THAT LOCOMOTIVE TENDER, MENTIONED REF C AND 
RAISED IN EARLIER MEETING BY ECOUNS, IS NOT A JAPANESE 
AID PROJECT NOR WAS IT RAISED DURING TOKYO ECONOMIC CO- 
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OPERATION TALKS WITH MALAYSIAN GOVERNMENT DELEGATION 
HELD LATE IN MAY. MANSFIELD 
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